I. Introduction
Most newly industrialized countries or places, such as South Korea, Singapore, Malaysia, Taiwan and Hong Kong put a high priority on shipping development as an essential element towards their trade and economic development and their foreign trade has grown more rapidly than that of the developed countries (Frankel 1989 ). Shipping development is one of the important factors of the trade and economic development in Hong Kong. The Hong Kong Shipping Register 
II. Methodology
A study which adopts qualitative analysis can be carried out in a rigorous and structured manner (Woodburn, 2007) . It is suitable for some areas of maritime research to choose qualitative methodology as one of their alternatives in research, e.g., port policy, shipping policy, shipping taxation policy or seafaring experiences (Vining and Boardman, 2008; Qiu, 2008; McLellan, 2006; Marlow and Mitroussi, 2008; Mack 2007; Everett, 2007) . A qualitative approach is used in the examination of the cause of delays in expanding coal export infrastructure and the number of regulatory regimes directly impacting on the facility and operation (Everett, 2007) .
The study uses qualitative methodology with the assistance of interviews. The study builds upon a review of public information such as official statistics and policy statements of Marine Department, Maritime Industry Council, Hong Kong Government, Department of Justice, International Maritime Organisation and US Coast Guard. It has been supplemented by analysis of the process of formation and development of the HKSR using original data collected from the public and private sector. The analysis provides insight into the changes of the HKSR. The study adopts qualitative in-depth interviews with 11 senior and middle managers in the public and private sector of the shipping industry in Hong Kong. The study finds and analyses the evidence of paradigm shift and success factors in the formation, growth and revitalization of the HKSR.
The paper, which analyzes policy response of intra-European short sea shipping, UK coastal shipping, urban/river transport and global container shipping, employs a qualitative approach (Barid, 2005) . Maritime researchers appear to be discovering that seafaring experiences, particularly the human element, are difficult to explore and represent with statistics and tables, and therefore qualitative methods are needed (Mack, 2007) .
The study uses qualitative methodology with the assistance of interviews. The study builds upon a review of public information such as official statistics and policy statements of the Marine Department, HKSAR, Maritime Industry Council, Hong Kong Government, Department of Justice, HKSAR, International Maritime Organization and US Coast Guard. It has been supplemented by analysis of the process of formation and development of the HKSR using original data collected from the public and private sector. The analysis provides insight into the changes of the HKSR. The study adopts qualitative in-depth interviews with eleven senior and middle managers in the public and private sector of the shipping industry in Hong Kong.
In a study of a case company, 19 in-depth interviews in a service company were included (Olsson and Karlsson, 2003) . Four interviewees were selected for a study which was complemented by other information from industry journals and company archives (Penaloza, Brooks, Marche, 2007) . In other examples: one company was used to illustrate how the e-business planning model was applied in a practical context (Tang, Burridge and Ang, 2003) ; and only one automotive component supplier, Trico, and its strategic supply base were involved in another study (Esain, 2000) . The study examines the source of law on the HKSR due to the handover of the sovereignty from Britain to China. It further finds and analyzes the evidence of paradigm shift and success factors in the formation, growth and revitalization of the HKSR.
The source of law in changing ship registration and related legislations after the handover of Hong Kong to China in 1997 is the Sino-British Joint Declaration on the Question of Hong Kong (HKSAR Government, 2009 ) and the Basic Law of the Hong Kong Special Administrative Region (Chinese Government, 1990) .
After years of negotiation between China and the U.K., the Joint Declaration was signed in 1984. It sets out, among other things, the basic policies of the People's Republic of China (PRC) regarding Hong Kong. Under the principle of 'one country, two systems', the socialist system and policies shall not be practiced in the Hong Kong Special Administrative Region (HKSAR) and Hong Kong's previous capitalist system and life-style shall remain unchanged for 50 years. The Joint Declaration provides that these basic policies will be stipulated in the Basic Law of the HKSAR.
III. Paradigm Shifts started in the Revamping of the Law of Shipping Registry
Traditionally shipowners chose a ship register for the convenience of shipping operations, e.g. with minimal interference from flag state. However, with more stringent requirements of quality shipping (e.g. ISM Code, ISPS Code, STCW), shipowners now realize the importance of quality registers. Apart from the role of regulator, ship registers are expected to assist shipowners' shipping operations in various aspects .
The Hong Kong Government had the legislative power to revamp the law of ship registration based on the Joint Declaration and it was definitely too late to plan for revamping until the Basic Law was put into effect on July 1, 1997. 
IV. Crisis of the HKSR approaching the handover
The gross tonnage under the Hong Kong flag was 6.3 million tons in 1990 (see Table 1 
V. Re-engineering of the HKSR in 1998
The autonomous HKSR commenced to operate on December 3, 1990. The abrupt and continual decline of the registered tonnage in Hong Kong to a record low of 5.5 million tons posed a real threat to the entire establishment of the HKSR in 1997. To counter this, Marine Department decided to carry out an indepth re-engineering exercise in 1998. Many possible issues could be included in the re-engineering exercise, e.g. growth of tonnage, amount of revenue, quality of tonnage, incentives to attract more tonnage or size of the HKSR in the world league, but it was not easy to determine which ones should be the top priorities for the future of the HKSR. In a study based upon Lloyd's of London casualty records, a risk factor that had significant and independent effect upon the likelihood of a bulk carrier foundering was related to the ship's flag of registration (Roberts and Marlow, 2002) . One of the requirements of the re-engineering is (Alderton and Winchester, 2002) . On the other hand it is important to distinguish between the shipping registries which offer the necessary guarantees in terms of quality and safety and those which do not. It is a mistake to label closed registers intrinsically safe and abiding by international regulations, and flags of convenience as unsafe and dangerous (Llacer, 2003) . Hong Kong did not want to be in the group of 20 flags above purely because of the pressure of growth in tonnage and whatever tonnage was offered. It meant that the quality of the tonnage registered could not be compromised due to the growth of the registered tonnage in the HKSR. Having said that, Marine Department was not sure that the registered tonnage would grow if more incentives were provided for domestic and international shipowners.
Study finds that more incentives in the shipping policy on national shipping did not progressively increase the tonnage of the shipping registry in Taiwan and deregulation of the maritime transport market basically had no impact to shipping carriers (Chiu, 2007) . It seems that providing incentives is not a guarantee of more tonnage in the HKSR in long term. One of the strategies, which Hong Kong can consider, is to attract tonnage which adopts either the Greek shipping policy or management-intensive shipping policy described by Goss. The strategy assists to recruit long term quality shipowners and/or ship operators into the HKSR (Goss, 2008) . Marine Department decided to maintain quality of the fleet in the HKSR regardless the growth of the HKSR increased or decreased.
The Other relevant units in the Hong Kong Government were involved in order to expedite the process of revision and enhancement of the HKSR. The Finance Bureau which was responsible for setting Government fees and charges was also involved. The objective was to streamline the fee structure, to reduce the cost burden to shipowners and to increase the competitiveness and attraction of our shipping register (Ip, 1997) . Other departments joined in to make way for 
VII. Quality of the HKSR
The term 'flag of convenience' emerged in the practice of international shipping during the mid-1940s, when several countries, principally Panama, Liberia and Honduras, began to grant their flag to any foreign merchant ship for a specified Table 2 ). In
October 2008, the oldest in age, i.e., 12.64 years is the category of general cargo ship; the bulk carrier is in second place at an average age of 11.47 years; container ship is in third place at an average age of 10.06 years; and tanker is in the last place at an average age of 8.22 years. A fleet of younger age does not necessarily maintain a relatively good performance in quality management and detention rate of port state control reflects better the quality of performance in a shipping register.
The detention rate of a shipping register over a relatively long period of time 
VIII. Critical Success Factors of the HKSR
One of the success factors of the 'new' HKSR is the determination of Marine Department to revamp the 'old' HKSR. The challenge was to change the whole system of the tonnage charge so that it was in accordance with international practice, whereby an entry fee was charged according to the gross tonnage of a ship when she entered and an annual fee levied thereafter. But in the U.K.
Shipping Register, a tonnage charge was only levied at registration of the vessel.
There was no annual tonnage charge under the British registration system. The change in the tonnage charge coupled with the fee for a survey of the ship would have serious effects on the propensity of shipowners to fly the Hong Kong flag.
Survey fee was another hurdle in the HKSR which Marine Department had to overcome in order to attract domestic and foreign tonnage joining the HKSR.
The survey fee was about US$26,000 to US$39,000 for an average sized ship when the ship joined the HKSR. Shipowners were negative about the high survey fee together with the annual tonnage fee and informed Marine Department that they were prepared to leave the HKSR when it commenced operation. Marine Department had little room to maneuver because the law which incorporated the regulations of the survey fee and the annual tonnage fee had been drafted and were ready for approval and enactment .
Marine Department did not extensively involve other important stakeholders of the HKSR, e.g., shipowners. But it realised that the issues were vital to the success of the HKSR and swiftly reacted to the serious concerns of the shipping industry on the survey fee and annual tonnage charge by adjusting its strategy and looking for a possible solution from the shipping industry before launching the HKSR on December 3, 1990. One of the issues directly related to the procedure of legislation in Hong Kong. According to traditional practice in the Hong Kong Government, the stakeholders of the shipping industry had only been informed about the charges under the new fees structure; they had seldom been consulted during the drafting of the fees regulations. In this case the ultimatum from the local shipping industry was that the costs had to match those of international benchmarks if their tonnage was to continue to stay with the HKSR. It was extremely difficult for the Government to make any changes to the legislation of registration at this late stage just before the launching of the Shipping Register in December 1990.
A paradigm shift was imminent and an innovative idea was urgently needed to break the standstill between the Government and the shipping industry. Marine In response, the government in Hong Kong set up a Focus Group on Maritime,
Logistics and Infrastructure to consider and develop strategic proposals and policies which could be adopted to meet these objectives. In January 2007, the Focus Group issued a report (HKSAR Government, 2007) , arguing that Hong Kong should make appropriate adjustments to its existing policies and measures, so as to provide an infrastructure conducive to the development of the logistics industry and improve its business environment in order to enhance the competitiveness of the whole industry. In respect of taxation, the Focus Group The Focus Group on Maritime, Logistics and Infrastructure also proposed to consider making reference to overseas practice to make tonnage tax as an alternative to the profits tax currently imposed on vessels. The Hong Kong
Government needed to further assess the feasibility and implications of the proposal and to consult the industry on the impacts of Tonnage Tax on the policy to attract shipowners to register in Hong Kong and the current tax system (HKSAR Government, 2007) . Tonnage tax is a special tax regime that many countries have introduced to provide a more straightforward and preferential calculation of the taxable profits of shipping companies. Broadly, under a tonnage tax regime, shipping companies will determine their income according to the net tonnage per qualifying ship multiplied by a fixed amount. Thereafter, the normal corporate tax rate will be applied on this income to arrive at the shipping company's tax liability. The method of tonnage tax is simpler in that it does not require the exact assessable income and deductible expenses to be ascertained.
Tonnage tax is not a separate type of tax, but is essentially an alternative way of computing tax liabilities for shipping companies. It is usually optional and shipping companies can elect whether or not to be subject to the tonnage tax regime. Countries like Denmark, Germany, India, Ireland, Italy, Netherlands, Norway, the UK and the US have already adopted a similar approach in tonnage tax (KMPG, 2007) . Chinese shipping companies look for international shipping register with high quality so that they can have another international platform to register their tonnage. (Ip, 1997) . International shipping faces many potential threats arising from both 'normal' crime and terrorism due to the fact that merchant shipping is highly vulnerable (King, 2005) . 
IX. Conclusion
The 
